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Whiterock Industries Ltd. 
and Subsidiaries 


THE REPORT OF THE BOARD OF DIRECTORS 


TO THE SHAREHOLDERS 


It seems pertinent to state at the outset of this report that your Company, despite the fact that 
our “Own a Piece of Canada” land selling program has remained suspended pending the final 
outcome of the long and complex legal debates involving the validity of land titles, has been able 
to maintain a good base on which we are confident we will be able to start rebuilding in the 
year ahead. 


We continue to hold some 3,000 acres of land in the Peterborough and Hastings area of 
Ontario, which we expect will become saleable in one form or another once the matter of titles has 
been clarified. We have taken stringent measures to conserve the Company’s financial resources, 
including a saving of $75,000 during the fiscal year ended July 31, 1972, resulting from the decision 
by management to waive all their remuneration. These measures have served to hold down the 
consolidated net loss for the period to $128,056 or 4.6¢ per issued share. As the accompanying 
Financial Statements indicate, we continue to receive mortgage interest payments on land sold prior 
to September 1971. It should be pointed out that our auditors have used a most conservative 
approach in presenting their statements. Whereas the year before, a reserve of 20% was used as a 
contingency against non payment of mortgage receivables, for the year under review, this figure has 
been increased to 30% — even though in fact, actual non payment has been considerably less than 
this allowance. All of our landholdings are being assessed and taxed as lots, notwithstanding the 
still unresolved question of land titles. 


On October 12, 1972, the Supreme Court of Canada dismissed an appeal from a 1971 decision 
by the Ontario Court of Appeals in what is known as “The Forfar Case”, which, in effect, invalidates 
the “checkerboard” method of acquiring and developing or selling parcels of Ontario land. However, 
your Company’s position in the matter of the checkerboard system has important differences which 
are still to be resolved. 


The question now under debate is the validity of the titles to land held or sold by Whiterock 
and thousands of others under a checkerboard system, having regard for the time and circumstances 
of such transactions. From press reports of interviews with officials of the Ontario Government, it 
is strongly suggested that the Government will take measures to protect “innocent purchasers whose 
ownership may be in question”. (In most Whiterock land sales, the purchaser obtained what was 
assumed to be a clear title from his or her own lawyer acting in the transaction.) The press report 
cited here (from the Globe and Mail Oct. 31, 1972) also states: 


“So far, the Ontario Government has refused to acknowledge that the titles of Whiterock 
land purchasers are in doubt. It has merely said that it is a matter of legal controversy.” 


Before arriving at a final policy and legislative decision, however, the Ontario Government has 
submitted 10 questions to the Ontario Court of Appeal, the answers to which will doubtless bear 
directly on the matter of titles and will, we anticipate, result in new legislation which will finally 
clarify present uncertainties with respect to Whiterock land and mortgages. 


We have been advised by our solicitors (Gardner, Roberts of Toronto) that the hearing before 
the court will take place at the end of January or early in February 1973. Our solicitors will present 


Whiterock Industries Ltd. 
and Subsidiaries 


a Memorandum of Fact and Law indicating the position we take with respect to each of the 10 
questions. The court will report its findings to the Government. 


And there the matter now rests. 


It should be noted in connection with this whole situation, that your Company is continuing 
to press its suit against a large Toronto newspaper, in which we have filed claim for general and 
punitive damages arising out of an article published by the newspaper September 11, 1971. Our 
solicitors have issued a writ in this case. 


Meanwhile, the Company’s common shares, listed on the Canadian Stock Exchange, Montreal, 
remain suspended from trading, following a decision by Exchange officials to halt trading on 
September 21, 1972 because of what was described as an “imbalance of orders”. As to the cause of 
this “imbalance” we can only surmise that it may have been due to some misapprehension about the 
possible effect on the Company of the then impending Supreme Court decision, a misapprehension 
which was furthered by a Toronto newspaper article speculating on the case prior to the Supreme 
Court hearing. In fact, however, the final decision on the matter of Whiterock land titles and 
mortgages now would appear to rest with the Ontario Government, as noted above. 


Until this final decision is made, your Company must perforce remain inactive, attending to 
no more than routine business. In view of the circumstances and considering all the factors and risks 
involved, we have abandoned, at least for the present, any moves towards the acquisition of other 
interests. 


The past year has been a harrowing experience for both the shareholders and for management 
— and the Board wishes to express its deep appreciation for the expressions of continued confidence 
received from both shareholders and customers. We seem now to be nearing the final solution to all 
of the uncertainties and we remain optimistic that your Company will be able to resume activity 
early next year. 


December 8th, 1972 
On behalf of the Board of Directors, 


Carey Clesre.b 


President 


AUDITOR'S REPORT 


To the Shareholders of 
Whiterock Industries Ltd.: 


I have examined the consolidated balance sheet of Whiterock Industries Ltd. and its subsidiaries 
as at July 31 ,1972, and the consolidated statements of income and retained earnings for the year 
then ended. My examination of the financial statements of Whiterock Industries Ltd. and the sub- 
sidiaries of which I am the auditor included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as I considered necessary in the circum- 
stances. I have relied on the reports of the auditors who have examined the financial statements of 
the other subsidiaries. 


In view of the possible material effect on the consolidated financial statements of the matters 
set out in Note 13 of notes to consolidated financial statements, I am unable to express an opinion 
as to whether or not the accompanying consolidated financial statements present fairly the financial 
position of the Companies as at July 31, 1972, and the results of their operations for the year then 
ended. 


Toronto, Canada. MANNY TWARD, 
November 21, 1972. Chartered Accountant. 


ASSETS 


Current 
Cash 
Interest and sundry receivable 
Land inventory — at appraised value (Note 3) 
Mortgages receivable — current portion 
Prepaid expenses and sundry 


Mortgages . Receivable 


Less — Allowance 
Less — current portion 
Other 


Loans and advances receivable 


Intangibles and Deferred Charges 
Unamortized share issue costs 
Sundry 


TOTAL ASSETS 


APPROVED ON BEHALF OF THE BOARD: 


(Signed) Per: GARRY S. BLUESTEIN Director 


(Signed) Per: JACK WALL Director 


The accompanying notes form an integral part of these financial statements. 
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Current 
Bank loans (Note 4) $ 385,800 
Accounts payable and accrued liabilities 154,987 
Income taxes payable 3,867 
Customers’ deposits 27,900 
Notes payable — current portion 12,000 
Mortgages payable — current portion 15,300 $ 599,854 
Long-Term 
Accounts payable — roads (Note 5) $ 54,571 
Notes payable — less current portion (Note 6) 22019 
Loans and advances payable (Note 7) 87,440 
Mortgages payable — less current portion (Note 8) 239,283 403,973 
| Deferred Income Taxes (Note 9) 1,922,978 
| TOTAL LIABILITIES $2,926,805 
| Minority Interest (Note 10) 125.813 


| SHAREHOLDERS’ EQUITY 


| 

| Capital Stock (Note 1) 

| Authorized 

15,000,000 Common shares, no par value 


Issued 
2,779,755 Common shares $ 190,620 
Excess of Appraised Value of Inventory of Lots Over Cost 1,396,728 
Retained Earnings 151,944 1,739,292 


$4,794,210 


The accompanying notes form an integral part of these financial statements. 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED JULY 31, 1972 


BALANCE — at beginning of year as previously stated $262,918 
Add — Adjustment of 1971 income and taxes 1,970 
BALANCE — at beginning of year as restated $264,888 
Add — Realized portion of appraisal surplus 17,690 
$282,578 

Less — Net loss for the year $128,056 
— Non-deductible expenses 2,578 130,634 

BALANCE — at end of year 


The accompanying notes form an integral part of these financial statements. 


$151,944 
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CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED JULY 31, 1972 


REVENUE 
Sales 163,394 
Mortgage interest and other £01953 0$265.347 


EXPENSES 


Cost of sales $ 82,996 

Administrative and selling 288,276 
Financing 66,245 AS 7.517 
NET LOSS BEFORE INCOME TAXES $172,170 

Income taxes recoverable — current $( 6,698) 
— deferred (29,410) (36,108) 
NET LOSS BEFORE MINORITY INTEREST $136,062 
Minority interest ( 7,506) 
NET LOSS BEFORE EXTRAORDINARY ITEM $128,556 
Gain on sale of marketable securities (500) 
NET LOSS $128.056 

Per share: 

Loss before extraordinary item 4.6¢ 


Net loss 4.6¢ 


The accompanying notes form an integral part of these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JULY 31, 1972 


Change of Name and Capital Stock 

During the year at a special meeting of shareholders, by-laws were approved and Supplementary 
Letters Patent were obtained giving effect to the change of name to Whiterock Industries Ltd. 
and subdivision of authorized and outstanding shares on a three for one basis. 

Basis of Consolidation 


The consolidated financial statements include the accounts of all subsidiary companies: 


Chestwar Investments Limited 100% owned 
Maplehill Estates Limited 100% owned 
Nadper Holdings Limited 100% owned 
Opican Developments Limited 100% owned 
Verlem Investments Limited 87.5% owned 
Bartros Holdings Limited 75% owned 


Land Inventory 


Land inventory is located in various townships in the Province of Ontario. This land. was 
purchased and subdivided prior to a general ruling by the Department of Municipal Affairs of 
Ontario, dated June 27, 1970, prohibiting the severance of small acreages from large tracts 
of land. 


Bank Loans 

Bank loans are secured by general assignments of book debts and assignments of mortgages 
receivable, as well as the personal guarantees of certain principals. 

Accounts Payable — Roads 


Provision for road construction costs has been made at the average rate of $300 per sold lot 
based on previous road contracts performed. It is a condition of each sale that where there are 
no access roads to properties sold, the installation of roads will be commenced within three 
years from the dates of sales. 


Notes Payable 


Notes payable are comprised as follows: 


Claude Fitzgibbon — 8%, payable $4,000 plus interest on 
January 1 and July 1 of 1972, and January | and 


August 15 of 1973 $16,000 
Catherine Fitzgibbon — due February 28, 1975 12,000 
Sundry 6,679 

$34,679 


Loans and Advances Payable 


Loans and advances payable are comprised as follows: 


Sulbass Investments Limited — 934 % $44,300 
Ron-Gar Holdings Limited — 934 % 10,500 
Gary Bluestein 20,200 
Ronold Bluestein 11,390 
Sundry 1,050 
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WHITEROCK ESTATES DEVELOPMENT 
CORPORATION LTD. 


BY-LAW NO. 15 


BEING A BY-LAW PROVIDING FOR A CHANGE OF NAME. 


Whereas it is in the interest of the Company that the 
name of the Company be changed from WHITEROCK ESTATES 
DEVELOPMENT CORPORATION LTD. to WHITEROCK DIVERSIFIED 
LTD. . 


NOW THEREFORE, BE IT ENACTED AND IT IS HEREBY ENACTED 
AS BY-LAW NO. 15. OF THE BY-LAWS OF WHITEROCK ESTATES 
DEVELOPMENT CORPORATION LTD. (herein called ‘“The Company’’). 


1. THAT subject to approval by the Minister of Financial 
Institutions, Companies and Co-Operatives, of the Province of Quebec, be 
it enacted and is hereby enacted, that the name of the Company be 
changed from WHITEROCK ESTATES DEVELOPMENT CORPORATION 
LTD. to WHITEROCK DIVERSIFIED LTD. or such other name as may 
be approved by the Minister of Financial Institutions, Companies and 
Co-Operatives; 


2. THAT the Directors and Officers of the Company be and 
are hereby authorized and directed to do, sign and execute all things, 
deeds and documents necessary or desirable for the due carrying out of 
the foregoing. 


ENACTED this 5th day of January, 1972. 


(Sgd.) Gary Bluestein (Sgd.) Victor Prousky 
PRESIDENT SECRETARY 


WHITEROCK ESTATES DEVELOPMENT 
CORPORATION LTD. 


BY-LAW NO. 14 


BEING A BY-LAW SUBDIVIDING THE SHARES OF THE COMPANY 
AND AUTHORIZING A PETITION FOR SUPPLEMENTARY LETTERS 
PATENT. 


Whereas the authorized capital of the Company consists of 
5,000,000 common shares without any nominal or par value of which 
926,585 have been issued and allotted and are outstanding as fully paid; and 


Whereas it is deemed necessary and expedient in the interest of 
the Company, that the shares of the Company be subdivided as herein pro- 
vided. 


NOW THEREFORE, BE IT ENACTED AND IT IS HEREBY ENACTED 
AS BY-LAW NO. 14 OF THE BY-LAWS OF WHITEROCK ESTATES 
DEVELOPMENT CORPORATION LTD. (Herein called “The Company’’). 


iW THAT the shares of the Company be and are hereby sub- 
divided into 2,779,755 issued shares without any nominal or par value and 
12,220,245 unissued shares without any nominal or par value, so that the 
authorized capital of the Company shall consist of 15,000,000 common 
shares without any nominal or par value; 


Ze THAT the Company be and is hereby authorized to make a 
Petition to the Minister of Financial Institutions, Companies and Co- 
Operatives of the Province of Quebec for Supplementary Letters Patent 
confirming this By-Law; 


3. THAT the Directors and Officers of the Company be and are 
hereby authorized and directed to do, sign and execute all things, deeds 
and documents necessary or desirable for the due carrying out of the 
foregoing. 


ENACTED this 5th day of January, 1972. 


(Sgd.) Gary Bluestein (Sgd.) Victor Prousky 
PRESIDENT SECRETARY 
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WHITEROCK ESTATES DEVELOPMENT 
CORPORATION LTD. 


NOTICE OF ANNUAL AND SPECIAL 
GENERAL MEETING OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual and Special 
General Meeting of Shareholders of WHITEROCK ESTATES DEVELOPMENT 
CORPORATION LTD., will be held at the Skyline Hotel, 6600 Cote de Liesse 
Road, in the City of Montreal, Province of Quebec, on Monday, the 31st day 
of January, 1972, at the hour of 9:00 o’clock in the forenoon (Montreal 
Time), for the following purposes: - 


is TO receive and consider the consolidated Balance Sheet of the 
Company and its subsidiaries as at July 31st, 1971, the consoli- 
dated statements of Income and Retained Earnings for the year 
ended on the said date, and the reports of the Directors and 
Auditors thereon; 


Zs TO elect Directors; 
3. TO appoint Auditors; 
4. TO consider and, if deemed advisable, to sanction and confirm 


By-Law No. 14, in the form enclosed herewith, subdividing the 
Company’s issued and unissued common shares on a three for 
one basis; 


am TO consider and, if deemed advisable, to sanction and confirm 
By-Law No. 15, in the form enclosed herewith changing the name 
of the Company to Whiterock Diversified Ltd., or such other 
name as may be approved by the Minister of Financial Institutions, 
Companies and Co-Operatives; 


6. TO transact such further and other business as may properly 
come before the Meeting or any adjournment or adjournments 
thereof. 


BY ORDER OF THE BOARD OF DIRECTORS, 


VICTOR PROUSKY 
SECRETARY 


MONTREAL, QUEBEC 
January 5th, 1972. 


ee 40.200 ipa) pomatinW | ce wae 
| PRT, ACT Pie: OHO Be 
) VN) Mico RCL uae ee », mA CS : 


ome) MINTS 


me i RF ae A aa 


, ge . if fae ne ony wy 4 r A Us % ee ae | 
VA SRE RENT CD OTN etd, Mei teak Seiki Rat aay tna densi 
. he eae. ‘ ! 4 i ; sy WR ee ae ie, ry 
Sie Sie Mee eh aor 
a Ae Oy m eS nl els cre in ii : faa vie ; 1% 


he OED ay ¥ Paetaaaly 10 viene LSANON, 14) be antl a Der’ 
wtrotets aparak webs cd bike’ OU is hoo aa tl sort A yt cen.s ; RY ny 
; Ones iS be i agp jo} “il 1 ae8 ti 


vid bo deed aonalell Dotebtioanws. 9) TB Ae sin avin 49T 

HH. er") od LEX f ite it; vhatl So a me corn bis he Rl tortie ee ae , 
enema snd kmuae aay) Mheaeltin ee ic ie sieht, Sin sthie Bite my pnd 3 
evry tae Were. aie mitt beh iisis hte WHE AS abv ne 
met ee sinus sates aaa ; 


| "7 shi i le ne ray gh, bis mab 
ch bye Sea 


ay vt lenee seein st cen vd 
H we | pad Cay Tee Re bn as il ne 


the geen “) bw rent avon . 
vo wad: va Rare th 


i dy rea og 


goin Hew ate i steer icntatanapien nt 

corey alt ancymedds Meuse ag 

| ‘ Preven th eae ea tebe pestis vu om aoe of vie Mh 
lecorend’S ey ead HM ory git bowongeye od gam on ad ith 


Aye ibunctente 5 Arita, comma wil 
arte : 


als y ty yy 0m 9 ; hah hi ‘ae tla stb rh ; jm eis tiie, ‘ yale a8 | ‘ 4 , A 
weiter Oy ES alle ‘i Sak al baal id abs sede wet vie 
Parsi ae Ages, 


~ SEL ht) ¥ 
Ay CAPPER hak 


oS me 


| BROT 20 aHAne | ait ig sm nea thie | ‘ih hn gy of * i 


; 
Li roe) 
' Torn) he mo 
on Pua i ao a we hik y 


Aer 8 vie vont aerony aan Ve. i 
nie Phe rae oh — oan Pye ie 
a oe ine Die wi Koon. , tea) eta nro 
‘ es vin saa foo We 


10. 


11. 


12: 


13. 


Mortgages Payable 


Mortgages payable on land bear interest at rates of 6% to 9% per annum, and in most cases 
there are prepayment privileges, without notice or bonus, based on an average of $150 per 
lot sold. 

Deferred Income Taxes 


Deferred income taxes provided for at full rates are comprised as follows: 


Appraisal increment of land inventory $1,733,700 

Deferred income on land sales 
(Section 20 (1)(n) of The Income Tax Act of Canada) 189,278 
$1,922,978 


Minority Interest 


The minority interest consists of: 


Advances from shareholders $ 25,697 
Capital stock 50 
Excess of appraised value of inventory of lots over cost 112,907 
Deficit (10,541) 
$128,113 


Statutory Information 


Management has waived all remuneration for the year, totalling $75,000. 


° ey ope ye aa é WY = ; f a 
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The Companies and others have been named as co-defendants in a legalaction in the amount 
of $220,585. A defence has been entered on behalf of the Companies by their solicitors. 


General 


On September 11, 1971, a daily newspaper in Ontario published an article alleging that the 
purchasers of property from the Companies and others may not have received clear titles. The 
Ontario Government reviewed the matter and asked the Ontario Court of Appeal to answer 
certain questions dealing with the legality of certain titles to land where the lots were subdivided 
according to what is commonly known as the “checkerboard system”. 


The Ontario Court of Appeal was convened and it then adjourned stating that it could not 
properly deal with the matter until the Supreme Court of Canada dealt with what is known as 
the “Forfar Case”. 


This was the situation as it stood one year ago. Since then the Supreme Court of Canada 
dismissed the appeal in the Forfar case and accordingly it is expected that the Ontario Court 
of Appeal will now reconvene and will answer the questions put to it by the Ontario Govern- 
ment. When the Ontario Government receives the report from the Ontario Court of Appeal 
it is expected that the Ontario Government will consider the report and will then decide whether 
it will pass amending legislation to clarify the legal position of titles created by the checker- 
board system. It is expected that at that time the titles to Whiterock’s lands and mortgages will 
be clarified. 
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